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KEY ECONOMIC INDICATORS 


Data in millions of dollars except where noted. 
Conversions to $US made at the following (IMF period average) rates: 
1980/81 - 235 CFA = $1 1980 - 211 CFA = $1 
1981/82 - 297 CFA $1 1981 - 272 CFA $1 
1982/83 - 355 CFA $1 1982 - 329 CFA $1 
1983 - 380 CFA $1 
Percentage change calculated from data denominated in CFA francs 


% change from 

INCOME, PRODUCTION, CONSUMPTION, 1980/81 1981/82 1982/83 previous year 
EMPLOYMENT 
GDP at current prices 13233 6,860 6,873 a a 
Petroleum's contribution to GDP (% est) A. 2 Peo 12. 
Per capita GDP at current prices (unit) 840 Wot 763 +17. 
Gross fixed capital formation: 1,878 PST OT n/a +14. 
of which, non-government Le 32 1,400 n/a +15. 
of which, government 346 307 n/a +12. 
Consumption: 5,468 Sok n/a +24, 
of which, households 4,796 4,763 n/a +25. 
of which, government 671 607 n/a +14, 
Industrial Production Index 

(1974/5=100) i 210.8 n/a +11, 
Population (millions) : See 8.9 + 2. 
Employment (millions) 3.9€est) n/a 
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(end of period) 1983 (May) 


MONEY AND PRICES 
Money and Quasi Money L5263 +19 


Credits to Economy 2,015 +21 
Net External Reserves 168 +722 
Retail Price Index, 

Yaounde, Eur. (base 100=1966) 35603 


External Public Debt 
Debt Service Ratio (%)(ests.) 


BALANCE OF PAYMENTS AND TRADE 
(Cameroonian Statistics) 
Current Account Balance 
Capital Account Balance 
Merchandise Exports 
Merchandise Imports 


Exports to U.S. (U.S... data) 
imports from U.S. (U.S. data) 


MAJOR EXPORTS 


Coffee 

Cocoa and cocoa products 
Tropical wood 

Petroleum (U.S. Emb. est.) 





SUMMARY 


Cameroon's economy continues to expand, with GDP growing by 7 percent 
in real terms in 1982. Oil has been the major impetus to Cameroon's 
growth, but the country's stability and conservative economic policy 
management have also been essential components of its overall success. 
Cameroon has a broad-based agricultural sector; besides producing a 
variety of cash crops, the country is virtually self-sufficient in the 
production of foodstuffs. While most sectors of the economy are doing 
quite well, the Cameroonian industrial sector is currently experiencing 
difficulties. Positive developments here, however, are also occurring. 


At a time when most developing countries are being hit by crushing debt 
burdens and devastating cash squeezes, Cameroon plans another robust 
budget which will be financed entirely from domestic resources. Cameroon 
also has a relatively good balance of payments position, buoyed by oil 
exports and a recovery of prices for traditional export crops, which 
should remain generally favorable in the near term. Cameroon's debt serv- 
ice position also remains quite manageable. 


Prospects for increased U.S. trade with and investment in Cameroon are 
bright. U.S. exports to Cameroon have grown slightly in recent years, 
while the U.S. is Cameroon's major customer, buying most of its crude oil. 
Opportunities for U.S. investment in Cameroon are at least as attractive 
as those for increased trade. In either case, the Cameroonians have made 
it clear that they desire to expand their economic relationships with the 
U.S. private sector. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Economic Performance/Characteristics 


While it may have been the smell of oil which ultimately propelled 
Cameroon to near the top of the list of African countries of interest 

to the international business community, this Central African nation's 
political stability, close ties to the West, relatively balanced market- 
oriented economy, and excellent development track record were also 
strong contributing factors. Some new-found interest in Cameroon may 
well be relative, coming in the wake of recent difficulties in previous 
LDC "superstars" and given that Cameroon is only one of two West African 
countries to register cumulative gross domestic product (GDP) growth 
over the past three years, according to the World Bank. But Cameroon 
has deserved attention on its own merits as well, given its consistent 
economic performance since independence 24 years ago. 


Post-independence growth in GDP has been both strong and sustained, av- 
eraging an impressive 2.8 percent per year during the 1960's and 70's. 
GDP growth greatly accelerated during the late 70's and early 80's due 
to the coming on stream of Cameroon's small, but domestically signifi- 
cant offshore oil industry. In 1982, GDP grew by more than 7 percent 
in real terms, and for 1983, despite the world economic slowdown catch- 





ing up with Cameroon, real growth rates around 6 percent are still 
forecast. 


The country's sustained economic growth translates into significant 
income growth for individuals as well--in dollar terms GNP per capita 
reached $880 in 1981 (World Bank estimate), "graduating" Cameroon into 
the middle-income group of less developed countries. (GDP and income 
figures continue to rise, as denominated in local currency, although 
U.S. dollar amounts will show a decline due to significant changes in 
the exchange rate.) 


An analysis of the reasons for Cameroon's growth is beyond the scope of 
this report, but among the factors contributing to it are the country's 
rich and diverse agricultural base and high degree of food self- 
sufficiency, the government's inclination to accord the private sector 
a Significant role in the development effort, an overall reliance on 
the marketplace for determining prices, and prudent monetary and fiscal 
policies. Relatively high levels of investment, which in recent years 
have ranged between 18 and 22 percent of GDP per year, have also greatly 
sustained growth. And finally, during the past few years, there has 
been the fortuitous injection of oil wealth to pick up the slack when 
growth in other sectors began to soften. 


Cameroon's political stability and national cohesiveness are essential 
components of its overall success. In late 1982, after 22 years as 
head of state, former President Ahmadou Ahidjo voluntarily turned over 
the reigns of power to his constitutionally designated successor, 
Prime Minister Paul Biya. The first year of the Bija presidency has 
been marked by numerous changes in top-level personnel and a consoli- 
dation of the new President's power, but all indications are that Biya 
has the full support of his nation, and that he will continue the gen- 
eral foreign and economic policy directions of his predecessor. Presi- 
dent Biya has placed highly regarded technocrats at the top of the 
Finance, Commerce, Plan and Industry and Agriculture Ministries, and 
indications are that economic policy-making and implementation by the 
new Biya regime will result in an even more attractive Cameroon from 
the point of view cf the international business community. 


The philosophy guiding Cameroon's development is "planned liberalism" 
(a mixed economy where the private sector has significant leeway, but 
must operate within priorities established by the government) as a 
means of achieving "self-reliant development." Economic planning is 
Managed through a series of five-year plans, and the current Fifth De- 
velopment Plan (1981-1986) stresses balanced development and desig- 
nates agriculture as the basis of the country's development. Finan- 
cial requirements for the Fifth Development Plan are estimated by USAID 
at approximately $9.2 billion. 43.5 percent of the funding is to be 
provided by Cameroon's own public sector, a full 40 percent by the do- 


mestic and foreign private sectors, and only 16.5 percent by external 
public assistance. 





In this overview of the characteristics of the Cameroonian economy, 

one should also mention the country's traditionally cautious fiscal 
policy and its prudent exercise of what limited monetary policy autonomy 
is possible within the context of its membership in the African Finan- 
cial Community (CFA) as contributors to the country's success. As a 
member of the Franc Zone, Cameroon "Shares" a Central Bank (Banque des 
Etats de l'Afrique Centrale, or BEAC) with other CFA francophone coun- 
tries and with France, which imposes significant discipline over the 
operation. The participating francophone African countries also share 
a common currency--the CFA franc--which is pegged to the French franc 
(1 FF = 50 CFAF) and is, for all practical purposes, fully convertible 
and transferable without restriction. These arrangements give Cameroon 
obvious advantages in its international trading and financial rela- 
tionships, although the link to the ever-weakening French franc has 
caused some problems during the past couple of years. 


SECTORAL REVIEW 


Primary Sector 


Agriculture employs about 70 percent of Cameroon's active labor force 
and is the backbone of the country's economy. Cameroon has one of the 
most broad-based agricultural sectors in Africa; besides being vir- 
tually self-sufficient in the production of foodstuffs, it is a major 


world exporter of cocoa and coffee, and a significant producer of 
agricultural products such as palm oil, rubber, and cotton. Small- 
holder farming is still the dominant source of agricultural output, 
with the tradition-bound peasant sector accounting for over 90 per- 
cent of production. Forestry is also very important in Cameroon, with 
about one-third of the country's total land area covered by forests 
considered exploitable, and logs and wood products ranking fourth in 
value among Cameroon's exports. 


In 1982/83, it appears that the primary sector grew by only 12.7 per- 
cent as opposed to the 20.2 percent registered for the previous fis- 
cal year. The sector contributed an estimated 27 percent ($1.80 
billion) to the GDP in 1982/83 compared to 31.6 percent in 1978/79. 
(Agriculture's decline is relative; it results from the upsurge of 
Cameroon's offshore oil industry. See below.) In general, agricul- 
tural production, particularly of export crops, continues to be ad- 
versely affected by weather conditions, and to some degree by disap- 
pointing yields and productivity trends in some traditional sectors. 
Preliminary 82/83 results (latest available) reveal declines in the 
production of cotton, cocoa, pineapples, arabica coffee, and bananas. 
On the other hand, production of rice, corn, palm oil and nuts, millet, 
sorghum, and robusta coffee registered gains over the previous year's 
production, according to preliminary tabulations. Livestock has suf- 
fered from recent outbreaks of rinderpest and swine fever, and domestic 
fish production remains stagnant. Wood and wood production, for export, 
after recording huge declines from 1980 to 1981, remained at those 

low levels last year. 





The outlook for the new crop season is mixed, with certain areas, es- 
pecially in the north, continuing to suffer from the effects of the 
prolonged, regional drought. In those areas, production of important 
food crops such as millet and sorghum is expected to drop sharply, 
although the country as a whole is not expected to suffer a food crisis. 
Adverse weather conditions will also affect corn, coffee and cocoa 
crops (some predictions are for a 25 percent drop in these areas), and 
a serious palm oil shortage has already (Dec. 1983) developed in the 
domestic market, caused, at least in part, by abnormal harvests during 
this crop cycle. The outlook as a whole for the 83/84 agricultural 
campaign is for the year as generally favorable as the preceding one 


for the country as a whole, but with significant regional and product 
exceptions. 


Secondary Sector 


Cameroon's secondary sector is responsible for much of the country's 
GDP growth over recent years. Its contribution increased from 18.3 
percent in 1978/79 to 27.8 percent of GDP in 1982/83. Within the sec- 


tor, however, especially beginning in 1983, results are becoming very 
mixed. 


The most dynamic branch of this sector is mining and extraction, which 
includes the petroleum industry. Oil has become the major impetus of 
Cameroonian growth, and it is a key generator of export revenues and 


financial resources for the economy. The oil sector contributed some 
13.5 percent to Cameroon's GDP in 1982/83. Commencing with an output 
of around 5 million barrels in 1978, production rose rapidly, and in 
1982 Cameroon produced about 40 million barrels of oil. Daily output 
for 1983 will average about 125,000 barrels (6 million tons for the 
year), although now, at year's end, production is running somewhat over 
130,000 barrels per day. Current forecasts predict that Cameroon's oil 
output will peak at around 156,000 barrels per day, or 7.6 million tons 
per year, in 1985, with production then tapering off and ending (unless 
Significant new discoveries are made) in the mid-1990's. Cameroon's 


ultimate recoverable reserves have been calculated at 100 million tons, 
or 750 million barrels of oil. 


Substantial quantities of natural gas reserves (an estimated 100 bil- 
lion cubic meters) have also been discovered in Cameroon, but the gas 
is not being exploited for lack of demand. Plans for a multi-billion 
dollar liquefied natural gas (LNG) plant near Kribi are on the shelf; 
the project is being pushed by the government, but private sector par- 
ticipants involved are unwilling to go ahead unless the long-term de- 
mand situation for LNG in Europe warrants building this facility. The 
earliest the LNG plant could now come on stream would be the early 
1990's, but few observers believe it will be realized until long after 
that date, if ever. There is currently no demand for industrial gas in 
Cameroon, although plans for fertilizer production are being considered. 





In order to ensure an exploitation of Cameroon's oil and gas resources 
according to its own national priorities, the government created the 
National Hydrocarbon Corporation (SNH) in 1980. SNH participates in 
various oil and gas activities, and assumes shares of production, as an 
agent of the State. International oil companies involved in Cameroon's 
offshore oil exploration and development (as operators) include U.S. 
Shell, Mobil, Gulf, Total and Elf. 


Cameroon's first oil refinery, SONARA, opened in mid-1981 at Limbe 
(Victoria). At present, SONARA is refining an estimated 1.2 million 
tons of crude oil per year, which satisfies the domestic demand of 
about 900,000 tons, with the exception of some specialty products. 
Some refined products are exported. Because of its relatively limited 
capacity and the substantial infrastructure constructed in association 
with the refinery, SONARA's estimated capital investment per refined 
barrel is higher than comparable refinery costs in most other parts of 
the world, and the venture has experienced financial difficulties. 


Recent performance in the rest of the secondary sector, apart from pe- 
troleum, has been mixed. Reflecting the large amounts of investment 
now being dedicated to the revitalization of Cameroon's long-neglected 
infrastructure, as well as a certain amount of real estate specula- 
tion, construction and public works activities are currently flourish- 
ing. Major projects are underway to upgrade several important sections 
of the national highway network, the railroad, and to expand and mod- 
ernize the Douala port. Other areas of activity include work on air- 
ports, schools, hospitals, and the telecommunications network. Con- 
struction cranes dot the horizons of Yaounde and Douala as office 
buildings and apartments spring up. Low- and medium-income housing 
projects are also underway in both cities. Overall, construction and 


public works activities grew by 26.4 percent last year, and the growth 
is continuing. 


The industrial sector, on the other hand, is experiencing difficulties. 
It is here that the effects of the world economic slowdown are most marked, 
and it is here that some of Cameroon's indigenous economic problems are 
most apparent. In 1981/82 growth was nominal, and provisional figures 
for 1983 show that the situation is becoming worse; BEAC (the Central 
Bank) estimates that global turnover for the first three months of the 
year rose by 17.6 percent, but with inflation running currently at 
about 16 percent, the resultant growth of 1.6 percent is characterized 
as "stagnation." Unofficial reports reaching the Embassy indicate that 
the industrial situation is continuing to decline. Words such as "re- 
cession" and "slump" are now more frequently heard than stagnation. 
Volume at the port (both imports and exports) is down, and some lay- 
offs and plant closures are occurring. A turn-around in the situation 
is not anticipated before 1985. 


Worth noting concerning the economy in general, and most particularly 
the secondary sector, is the rapid accumulation of capital over the 
1980-82 period and the accelerated pace of its Cameroonization. The 
rate of capital growth in the leading 200 or so industrial companies 





was only 11.5 percent between 1973 and 1980, but between the years 

1980 and 1982, capital in the industrial sector grew by 49.6 percent. 
Several new concerns were created during this period, and a number of 
leading industrial ventures (e.g., rubber, aluminum, sugar) also in- 
creased their capitalization. Foreign capital still dominates the 
industrial sector, with the notable exception of agro-industries. In 
1980, non-Cameroonian capital controlled almost 50 percent of the 
secondary sector, and 65 percent of industry, strictly defined. But 
this is changing. By 1982, Cameroonians increased their share of 

total industrial capital to over 60 percent. Although absolute amounts 
of foreign capital have continued to grow, the relative share--and es- 
pecially that of the French--has declined significantly. From a 31.2 
percent share in 1980, French control of secondary sector capital has 
dropped to 23.6 percent in 1982. By 1984, France should possess less 
than 20 percent of capital in the secondary sector. France's percent- 
age of the total capital held by foreigners in the Cameroonian economy 
has also been dropping, from 77.4 percent in 1973, to 63.1 percent in 
1980, and down to 60.8 percent last year. The French still maintain 
predominant positions in Cameroon's construction and public works in- 
dustry (64 percent of the total capital), the trading sector (62.8 per- 


cent), metallurgical industries (59.4 percent), and plastics and chemi- 
cals (40 percent). 


The Cameroonian public sector is a major share-holder in the industrial 
branch, especially in agro-industry and heavy industry. The principal 
tool of state intervention is the National Investment Corporation (SNI) 
whose total portfolio as of June 30, 1981 was 43.5 billion CFA: 29.8 
in joint-venture partnerships and 13.7 in loans (1981 exchange rate 

was 272 CFA = $1). (Not all parastatal activity falls within the pur- 
view of SNI, which participated in 83 parastatals as of 1981; some 

have direct participation by the Government of Cameroon.) Many of the 
parastatals suffer from poor conception and/or poor management, and 

the bulk of them have been experiencing serious economic difficulties in 
recent times. Reforms are in the wind, however, with President Biya 
promising changes at SNI itself, state divestitures, and closures of 
certain enterprises which may never become viable. 


Tertiary Sector 


The tertiary sector, transportation and communication, commerce, public 
administration, and other services, contributed 44.9 percent to the 

GDP in 1982/83, slightly less than in 1981/82. Tertiary activities 
themselves increased 17.6 percent in 1982/83, compared to 14.3 percent 
the previous year. Transportation and communication were the strongest 
performers, where activities expanded at a rate of 22.3 percent. 


The banking sub-sector has also been quite vigorous. Nine commercial 
banks presently operate in Cameroon, compared to four, four years ago. 
Apart from the oil industry, American investment in Cameroon is prevalent 
in the banking sector. Following Chase Manhattan's lead in 1979, Boston 
Bank set up shop in 1981 (both now have offices in Yaounde and Douala), 





and Bank of America officially opened its Douala branch earlier in 1983. 


THE NATIONAL BUDGET 


At a time when most developing countries are being forced by crushing 
debt burdens and a devastating cash squeeze to adopt frugal budgets, 
Cameroon plans another robust budget for 1983/84. Moreover, the budget 
will be financed entirely from domestic resources, without increasing 
the present tax rates or creating new taxes. The new budget is bal- 
anced at CFAF 520 billion, compared to CFAF 410 billion for last year's 
budget. The budget increase of 26.8 percent is more modest than the 

33 percent rate of increase the previous year, especially if inflation 
is taken into account. Still, the new budget represents an increase 

of about 10 percent in real terms over last year's figures. 


The National Budget is divided into two sections, a recurrent budget 
and a public investment budget. The former has been set at CFAF 325.5 
billion, an increase of 26.9 percent required by a substantial rise in 
the current operating costs of government services,and by the creation 
of a large number of state sector jobs for graduates in 1982/83. The 
investment budget, pegged at CFAF 194.5 billion, shows a 26.7 percent 
increase over the previous year. Three-quarters of these funds are 
earmarked for investment expenditures, with the rest going for external 
debt repayments. Included in the investment budget are "subsidies and 
miscellaneous contributions," which almost double from 1982/83 and 
will reach CFAF 44,892 million under the current national budget. The 
relative share of the budget allocated to recurrent and investment ex- 
penditures remains about the same as for last year's budget--63 and 

37 percent, respectively. 


Fiscal revenues are the largest (90 percent) source of Government bud- 
get receipts. This category encompasses direct and allied taxes, in- 
cluding petroleum royalties (51.5 percent of total revenues), and 
customs duties and other indirect taxes (34.4 percent of budgetary 
revenues). Before 1981/82, these latter duties and taxes were the main 
source of government revenues, but the offshore oil industry has al- 
tered the traditional revenue mix. Revenues from oil royalties have 
increased steadily since 1979, moving from 2.6 percent of total bud- 
getary resources in that year to a projected 19.6 percent of total 
revenues in the current budget. 


But only the royalties component (apart from corporate taxes) of oil 
income is channeled through the budget, and thus through the treasury 
in an automatic and systematic manner. Income from production-sharing 
arrangements--several times larger than the royalty component--is 

kept entirely outside of the budget procedure, and is used, according 
to the Government, for major public sector investment projects not 
accounted for under the national budget procedure. The Government's 
rationale for keeping these significant revenues "off-budget" is that 
they represent a "transient windfall" and thus should not influence 
overall economic development strategy. This reluctance to incorporate 
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oil revenues into regularized economic planning is almost universally 
criticized, and President Biya has recently stated that these revenues 
will be more openly taken into account in the future. 


Most recently, President Biya has announced that the Government will 
soon pump an additional CFAF 127 billion into the economy (source un- 
specified) in the hope of increasing investment levels in the country. 
Increased spending for the armed forces, as well as urban renewal 


projects, are thought to be prime candidates for this extra investment 
expenditure. 


EXTERNAL ACCOUNTS 


Official estimates of Cameroon's balance of payments, especially of 
petroleum exports, capital movements, and services, are subject to 
significant errors and omissions, and should therefore be treated 

with caution. Mainly due to oil export revenues, however, Cameroon 

has a relatively strong balance of payments position, and the situation 
should remain generally positive in the near term. 


The composition and destination of Cameroon's exports have changed 
considerably since petroleum production began in late 1977. Oil imports 
have increased steadily, and by 1982 oil officially counted for 47 
percent of total export value. Approximately 80 percent of 1978-82 


Oil exports were purchased by the United States. Primarily as a result 
of the increase in oil exports, but also because of agricultural com- 
modity production problems and low prices, the relative importance of 
Cameroon's traditional agricultural exports has declined significantly 
in recent years. 


Major Exports 


Official petroleum exports are considerably understated. Best unofficial 
estimates are that Cameroon produced a total of 5.3 million tons of 

crude in 1982, of which approximately 4.1 million tons were exported 

and 1.2 million tons refined by SONARA. (Some one-third of the refined 
products were, in turn, exported.) To illustrate the discrepancies in 
Oil export data, one can take the case of sales to the U.S. In 1982 

the Government of Cameroon reported total crude oil exports of CFAF 

155 billion, while the U.S. Department of Commerce reported imports of 
Cameroonian crude oil valued at CFAF 247 billion (converted at 

$1 = CFAF 329). 


As the quantity and value of oil exports has risen, the value of coffee 
exports, traditionally Cameroon's most important exports, has stagnated 
as a result of production shortfalls and depressed world prices. From 

a recent high of CFAF 63 billion in 1980, coffee exports have dropped 

to CFAF 51 billion in 1981 and 1982. Relatively, coffee has declined 
from close to 30 percent in 1978, to only 16 percent of official foreign 
exchange earnings in 1982. Exports of cocoa and cocoa products have 
suffered a fate similar to that of coffee. In 1978, cocoa beans earned 
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22 percent of the foreign exchange, while processed cocoa products 
earned another 12 percent; by 1982, cocoa beans earned only 11 per- 
cent and cocoa products only 2 percent. Despite an increase in the 
quantity exported, the value of cocoa bean exports dropped from CFAF 
43 billion in 1978 to CFAF 38 billion in 1982. Similarly, the export 
market for Cameroon's tropical wood and wood products has softened. 
1981 and 1982 export levels were at about CFAF 24 billion, accounting 
for about 8 percent of Cameroonian exports by value. 


Imports 


The European Economic Community is the largest supplier of imports to 
Cameroon (60-65 percent), with France accounting for the lion's share. 
Last year, France supplied some 44 percent of Cameroon's imports. The 
composition of Cameroon's imports has changed very little recently, 
with the notable difference being the drop in the level of imported 
fuels and lubricants since the opening of the local refinery. The 
largest category of 1982 imports was "business consumption" (26 percent), 
of which inorganic chemicals and cotton fabric were the most important 
items. "Semi-finished product" imports, of which hydraulic cement and 
malt were the major components, accounted for 21 percent of imports in 
1982. Industrial-equipment imports made up 19 percent of imports, 

and transport equipment added another 10 percent. Reflective of Cam- 
eroon's new-found wealth, imports of household consumption goods have 
risen most rapidly in recent years--120 percent since 1978. In 1982, 
these imports constituted 13 percent of the Cameroonian total. 


The level of French imports into Cameroon is currently about 2% times 
the level of Cameroonian exports to France (CFAF 215 billion versus 
CFAF 90 billion in 1982), and Cameroon has recently expressed serious 
concern over the trade imbalance. The U.S. share of the Cameroonian 
market has been inching up recently, and was at 7.5 percent in 1982. 
The U.S. still ranks a distant second among suppliers, however. As 

an overall trading partner, on the other hand, the U.S. ranks as 
number one because of American purchases of Cameroonian oil. Even 

the Netherlands beats France as Cameroon's second largest foreign mar- 
ket, again due to petroleum purchases. 


Within the Cameroonian current account, much less is known about serv- 
ices than about merchandise trade. Official statistics show, however, 
that the net services deficit is large and growing--from CFAF -54.9 
billion in 1978 to CFAF -140.5 billion in 1981. A breakdown of serv- 
ices (and net transfers) by source country is not available. According 
to official data (subject to considerable errors and omissions), Cam- 
eroon's capital account was increasingly in.surplus between 1978 and 
1981. Net non-monetary capital inflow in 1981 was CFAF +179 billion, 
and net monetary capital CFA -65.5 billion, resulting in a capital 
account balance of CFAF 113.5 billion for the year. 


Cameroon's foreign reserve statistics, the "bottom line" in balance of 
payments tables, are not complete and therefore misleading. It is be- 
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lieved that a considerable portion of the unreported petrodollar re- 
ceipts are deposited in offshore (mainly U.S.) bank accounts, and 
these receipts are not recorded by the Cameroonian government or by 
BEAC until they are repatriated, and sometimes not recorded at all. 
These foreign holdings are kept liquid, and are built up or drawn 
dowt. aS necessary to cover costs incurred, for example, on major 
extra-budgetary projects, for external loan payments due, or, it is 
suspected, for injections of capital into ailing parastatals. Given 
the manner in which Cameroon manages its foreign reserve holdings, it 
is meaningless to try to measure foreign reserves as, for example, the 
equivalent of a certain period's imports. 


Cameroon's external public debt increased rapidly in the late 1970's 
as a result of the increased recourse to external borrowing to finance 
the public investment program under the Fourth Development Plan, al- 
though external borrowing slowed considerably in 1981 and 1982. In 
the 1970's, the proportion of total public external debt held by pri- 
vate creditors increased from 15.9 percent to 35.7 percent. Official 
bilateral sources remain the largest single source of foreign debt 
financing (France leads the way), however, accounting for 38.2 percent 
of the 1981 total (down from 53.7 percent in 1972). Overall terms of 
Cameroon's foreign borrowing have also hardened, due to the increasing 
proportion of the debt held by private creditors, and a lessening of 
concessionality in official lending. 


Cameroon's debt service ratio is difficult to calculate due to the 
uncertainty surrounding the country's export figures. Because Cam- 
eroon's debt has been kept to relatively modest levels, and because 
exports have held up, the ratios have remained remarkably low. The 
World Bank and others have calculated that through 1980, the debt 
service ratio remained below 10 percent. Since that time, the rate 
has been rising rather rapidly, due to the upward-creeping debt, the 
levelling-off of export revenues, and perhaps most significantly, the 
skyrocketing cost of Cameroon's dollar-denominated debt. Due to 
successive devaluations of the French franc, and its continuing ero- 
sion vis-a-vis the U.S. dollar, Cameroonian dollar debts in CFAF 
terms are fully 80 percent more expensive in 1983 than they were in 
1980. (Of course, Cameroon receives dollars in return for its major 
export products, so the situation is somewhat alleviated.) Most ob- 
servers estimate that Cameroon's debt service ratio rose to somewhere 
in the neighborhood of 15 percent in 1982--still modest by inter- 
national standards, and a level which Cameroon can afford. But the 
upward trend in the debt service ratio is still a cause for some con- 
cern among government officials and international lenders alike. 


CURRENT CONCERNS AND PROSPECTS 


Despite excellent progress over the last decade, Cameroon's economy re- 
mains fragile. The country's hydrocarbon wealth, diversified agri- 
cultural sector, and growing industrial and services sectors are im- 
portant, but they alone do not ensure an easy transition to a more so- 
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phisticated form of economic growth. Cameroon's social indicators 
still resemble those of countries at much lower levels of per capita 
income, and problems such as under-employment, rapid urbanization, 
inadequate roads, and overall low absorptive capacity plague the 
country. The government, however, wants to avoid becoming intoxicated 
by the "myth" Cameroon has acquired in international financial circles, 
and it is resisting mounting pressures from both within and without to 
accelerate government spending. In a nutshell, the government's most 
immediate concerns are the twin ones of opportunity and peril accom- 
panying the coming of petroleum to Cameroon. So far, the government 
has achieved a good measure of success in avoiding the all-too-frequent 
consequences of a booming oil sector, which can produce abundant foreign 
exchange and fiscal resources, but corresponding atrophy in other com- 
modity-producing activities, particularly agriculture, as food imports 
become easily available and agricultural exports less critical. 


One of the initial concerns of the Biya government has been to instill 
a greater sense of "rigor" into Cameroonian society. To this end, the 
President hopes to improve Cameroon's rather poor level of administra- 
tive efficieny, tackle corruption and underground commerce, reform 
the parastatals, improve on customs and revenue collection, etc. 

In all these areas the President will require political courage, and, 
of course, time to confront the power of entrenched interest groups 


and the sheer force of habit ingrained in the system. Apart from 
"rigor," a more general undercurrent in the economy seems to indi- 
cate that "planned liberalism" will become a little more "liberal" 
and a little less "planned" in the future. This augurs well for 
both the indigenous and foreign private sectors in Cameroon. 


Results for 1983 are not in yet, but it has been a generally good 
year for Cameroon. On the macro-level, GDP growth has continued at 
real rates which are to be admired. Sectors relatively immune from 
problems in the industrialized economies have also fared well. Oil 
export revenues have probably remained rather constant, however, as 
declining world prices eat into the levelling-out production levels. 
Gross revenues from the oil sector will be at about a billion dollars 
for the year. 


Problems in the industrial sector were detailed above. End of 1983 
results will be weak, and recovery is probably 12-18 months away. In- 
flation, currently running at about 16 percent, is also beginning to 
cause problems in the economy. (From relatively controlled rates in 
the late 70's, inflation is on the rise, due to a complex set of do- 
mestic and external factors.) Currently it seems that policy-makers 
are pursuing expansionary monetary and fiscal policies in order to 
promote recovery, and are willing to live with the resultant higher 
inflation rates. The production of food crops, also discussed in 
detail above, has been off somewhat in 1983, but not enough to have 
caused problems in feeding the population, or significant recourse in 
imports of food. While the drought will take its toll on export crop 
production volumes, world prices for coffee, cocoa, and wood all seem 
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to be rebounding from their respective slumps, and projections for the 
near term show rising price trends for these commodities. The weather, 


and productivity gains, will be keys to the crop situation in the year 
ahead. 


IMPLICATIONS FOR THE UNITED STATES 


In 1983 the U.S. exported $93.4 million worth of goods to Cameroon, 
while importing some $515.0 million worth of Cameroonian products-- 
essentially crude oil. Given Cameroon's steady foreign exchange in- 
come, and its oft-stated policy of diversifying sources of supply and 
trading partners, excellent opportunities should exist for American 
exports and for expanding the U.S. market share. There are several 
challenges confronting the American exporter to Cameroon, however. 
First, he must develop a high profile for his products and services, 
and specifically make the case that he has a better alternative to 
the well-known, probably French, import already commanding a high 
market share. Additionally, parts and service must be provided as a 
part of the after-sales package. (The Japanese, in the recent cap- 
turing of the vehicle market here, have done well on these counts, 
partially by using French agents and distributors already established 
in the market.) Finally, financing will be an important component of 
a marketing strategy for Cameroon. Here the U.S. exporter is ata 
cefinite disadvantage given that the CFA franc is pegged to the French 


franc, and that the dollar is so strong vis-a-vis the franc at this 
time. 


Also, mixed credits and general lines of credit offered by competi- 
tor governments often cannot be equalled by U.S. financing alternatives. 
Still, price is not the only issue, and there are areas in which U.S. 


suppliers have quality products and services to bring to the Cameroonian 
market. 


Some of the better sales opportunities lie in areas connected to 
priority sectors enunciated in the Fifth Development Plan. Given 
Cameroon's prioritization of agriculture, and the American comparative 
advantage here, opportunities might be found in agri-business (food 
processing, packaging, etc.), agricultural equipment and chemicals, 
high-technology applications in agriculture, etc. Equipment for the 
forestry sector might also sell well here. As Cameroon modernizes, 
there is a need for communications equipment, electronics, and business 
machines. Services can also be an area where U.S. firms can make 
inroads. Several American architectural, engineering, and construction 


firms have established offices in Cameroon, and are getting a share 
of the contracts awarded. 


On the investment side, U.S. presence is currently dominated by oil 
companies (Shell, Mobil, Gulf), oil field service firms, the above- 
mentioned engineering and construction companies, and banks (Bank of 
America, Boston Bank, and Chase Manhattan). The American business 
community in Cameroon has expanded markedly since the late 70's, 





15 


largely paralleling the growth of the petroleum industry. Some 50 
firms now maintain a presence in Cameroon. All indications are that 
the Cameroonian government would like to see an increase in American 
investment here. Several investment missions have investigated op- 
portunities in Cameroon in recent years, although a major, new in- 
vestment has yet to result. Cameroon is currently revising its al- 
ready liberal investment code in hopes of attracting foreign capital. 
The United States is also engaged in the negotiation of a Bilateral 
Investment Treaty with Cameroon, with the goal of protecting and 
assuring equal treatment for U.S. investments, once established. 


Direct U.S. investment would probabaly be most welcome in the agri- 
cultural and agri-business sectors of the Cameroonian economy, al- 
though no sector is precluded. Joint ventures are the preferred 
method of foreign establishment in Cameroon, but all proposals will 

be considered. Development of Cameroon's natural resources apart from 
agriculture is being highlighted in longer-range planning. Projects 
still in the conception stage, which would require significant foreign 
participation, include those to develop Cameroonian natural gas, iron 
ore, and bauxite reserves. 


In short, for the exporter or investor who has the right product, 
technology, or service to offer, and who is attracted by the country's 
stability, petroleum reserves, liberal investment policy, conservative 


management practices, and credit-worthy reputation, the opportunity 
for doing business in Africa may well be in Cameroon. 
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